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Description
Limits on TID creation as measured by total TID value

Assumptions Used in Arriving at Fiscal Estimate

Under current law, a city's or village's resolution to create a tax incremental district (TID) must include a
finding that the base value of the proposed TID plus the value increments of all existing TIDs within the
municipality does not exceed 12 percent of the total equalized value of taxable property in the municipality.
If the Department of Revenue (DOR) determines that the TID exceeds the 12 percent limit, the municipality
may either rescind its approval of the project plan or remove parcels of land so that the TID complies with
the 12 percent limit. There are several exceptions to the 12 percent limit that apply to specific communities
or a TID created under specific conditions.

The bill increases the 12 percent limit to 15 percent. Also, the bill modifies the existing exceptions to the 12
percent limit to reflect the law in place at the time of creation for each exception and maintain the previous
limit.

FISCAL EFFECT

According to the DOR's tax incremental financing (TIF) data, there were 407 cities and villages with at least
one TID located in their jurisdictions as of 2014. A municipality's TIF utilization rate is defined by the total
positive value increment of all TIDs located in the municipality divided by the municipality's total equalized
value. TIF utilization rates for 299 out of the 407 municipalities were 12 percent or less, and the total value
increment for all TIDs located in those 304 municipalities was approximately $9.494 billion in 2014. TIF
utilization rates for 33 municipalities were within the range between 12 percent and 15 percent, and the
total positive value increment for TIDs located in these municipalities was approximately $1.643 billion for
the same year. It is uncertain as to how the proposal would affect the number of TIDs that would be
created going forward, since a decision to establish a new TID depends on many factors, such as resource
constraints, project costs for a potential project, demand for economic development projects, and other
crucial conditions. The attached worksheet contains information regarding the additional TID value allowed
under the 15 percent limit for each municipality that currently has at least one TID.

Administrative costs relating to DOR's software updates and modifications to relevant documents may be
absorbed within the current budgetary resources.

Long-Range Fiscal Implications
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